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SURVEY OF CURRENT BUSINESS

June 1872

1972 Plant and Equipment Expenditure Programs

The latest buginess eapital spending
expectations for 1972 indicate o 10.3
percent inerease from 1971, little differ-
ent from the 10.5 percent projected in
February. Bpending rose 4.3 percent in
the first quarter and a 4.5 percent rise is
expected for the second quarter. Out-
lays in the second half of 1972 are
expectod to rise 1.8 pereont from the
first. half.

BUSINESSMEN expect to spend
$80.6 billion ! on new plant and equip-
ment during 1972, according to the
survey conducted in late April and May
by the Bureau of Economic Analysis.
This would be a 10.3 percent increase
over 1971 spending, compared with
inereases of 1.9 percent last year and
5.6 percent in 1970 (table 1).

Capital’ outlays in the first quarter
of 1972 were at & seasonally adjusted
annual rate of $86.8 billion, up 4.3
percent from the final quarter of 1971;
this was the strongest quarterly gain
since the third quarter of 1969. An
even stronger expansion is projected by
businessmen for the second quarter,
with outlays expected to rise 4.5 per-
cent to $90.7 billion. In the first quarter,
investment by nonmanufacturing in-
dustries increased $3.9 billion, or 7.3
percent, to an annual rate of $56.7
billion, while manufacturing invest-
ment declined 0.9 percent to a rate of
£30.1 billion; the second quarter pro-
jection shows gains of 8.2 percent in
manufacturing and 2.5 percent in non-
manufacturing industries. Total out-

1. The pxpectations fgares lave beon ndjusted for sys-
Lematiz bluaﬁt{rmmm 2, table 5. Hefore mejmtmmt. Wiz
expenditures wern expected to bo 8888 billion for all indus-
tries, §32.7 billion for manofactoring amd 8553 hdllion for
nonmanafaeturing, The adjustments wers applied separately
to esch major Industry: their net affect was to decreame the
manufscturing total 206 bllllon and to reise the non-
manufscturing total by §16 bllisn,

lays are expected to decrease 1 percent
in the third guarter, followed by an
inerease of about the same magnitude
in the fourth guarter (tables 2 and 3).

The behavior of many of the factors
that influenee investment decisions con-
tinues to be favorable to spending
growth. Corporate profits and cash flow
expanded strongly in the first quarter
glong with the expansion of economic
activity, while interest rates were gen-
erally below those which prevailed
through most of 1970 and 1971. Also,
the effective cost of new equipment has
been lowered as a result of the reinstate-
ment of the investment tax credit. On
the negative side, however, is the con-
tinuation of an evidently rather low rate
of capacity utilization in manufacturing,

Revision of 1972 plans

The projection of 1972 expendi-
tures from the latest survey is down
very slightly—about $200 million or 0.2
pereent—{from the $89.8 bhillion pro-
jected in February. Aectual spending in
the first quarter fell short of expecta-
tions by 0.9 percent. Planned spending
for the second quarter was boosted
about 1.8 percent but this was offset
by & reduction in plans for the second
half of the year.

Manufacturers now expect 1972 cap-
ital expenditures to total $31.7 billion,
2.9 percent less than they expected in
February. Plans were trimmed by the
nonelectrieal machinery, food-baverage,
petroleumn, and “other nondurables"
industries, Plans were raised by the
motor vehicle, stone-clay-glass, textile,
and rubber industries. Spending plans
of the nonmanulacturing industries are
1.4 percent higher than in February.
Plans were revised upward by the
mining, railroad, and commercial in-

dustries. Plans were lowered moder-
ately by airlines and public utilities
and n sizable cutback was made by
other transportation eompanies.

1972 investment totals

Nonmanufacturing  industries pro-
ject an aggregate 13 percent inerease in
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eapital outlays for 1972, compared with
a 5% perecent gain projected for manu.
facturing. In the nonmenufacturing
aren, the sftrongest increnses sre ex-
pected by airlines (26 percent) ond gus
utilities (16 percent). Advances ranging
between 11 and 14 percent nre expected
by mining, commerciol, 2leatric utility,
railrend, and scommuonications firms; in
tha eommercinl group, the largeat od-
vanees are in the trade and insurance
catopories. Transportation firms ather
than the railroads and sirlines expect o
amell decline in spending.
Manufacturers of durnble goods
expect investment to incrense 11 per-
cent in 1972. Very strong advances are
expectad by producers of stone-clay-
glnss products (43 percent) and motor
vohicles (21 percent); othey substantinl
increnses ore in the “other durables'
industries (15 percent), nonferrous
matals (14 percent), nnd aircraft (12
pereant). The expectetions of nondu-
rable goods producers are mixed, with
on overill rise of only 0.5 pereant.
Shorp wdvonces ore expected by pro-
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ducers of rubber (21 pereent) ond
textila (16 percent); increnses are also
expectad by paper companies (10 per-
cent} and chemical producers (3
percent). Declines ore axpected by the
patrolenm industry (& percent} and by
food ond beverege producers (4 par-

cent); these two indusiry groups
accound for about one-half of the
capital spending by aondurables
manyfnctarers.

frvestment petterns within 1972
Caopital outiays it the firat half of
1972 are expeeted to ba up § percent

Iram the gecond half of 1971, An in-
cranze of 2 percent is projected for the
second holf of 1972, Nonmanufacturing
mdustries expect n 10 percent advance
in the first hell and manufacturing
industries about 5 percant. Both sectors
expeet increnses of about 2 persent in
the second half.

In the firat half, nirlines expect spemd-
ing tha bo up 26 percent from £he second
half of 1971; this sharp rise reflects
heavy purchazes of the new airbuses
being put into servica as well as continu-
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ing acquisitions of smaller jet craft.
Railroads expect an 18 percent gain in
investment in the first hall, also re-
flecting expanded equipment purchases.
Communications firms expect a 13
percent incrense and other nonmanu-
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facturing industries expect smaller
Increases,

In the second hall, public utilities
and communications firms project mod-
erate advances in outlays. Transporta-
tion firms expect investment to be down

about 10 percent from the first half

cHarT o and commercial firms project a small

decrease, centered in trade and service
firms,

In manufacturing, the nonferrous
metal, aircraft, stone-clay-glass, and
textile industries expect capital spend-
ing in the first half of 1972 to be up
about 25 percent or more from the
second half of 1071, Inereases between
11 and 17 percent are projected by

June 1672

by the paper industry, Increases of 7
percent or less are projected by the
chemical, petroleum, rubber, mach-
inery, motor vehicle, stone-clay-glass
and “other durables” industries. Spend-
ing is expected to declive in the primary
metal, aireraft, textile, and “other
nondurables” industries,

Manufacturers’ capacity evaluation

There was little change from Decem-
ber 31 to March 31 in manufacturers'
overall evaluation of their plant and
equipment facilities, taking into ac-
count prospective sales over the next
12 months. Companies owning 31 per-

L / i 2
" manufacturers of motor vehicles, tex- S0V of talaliﬁx::l Bss;“ i mnrn.lfnctur
" tiles, rubber, “other durables”, and W€ reported that they needed more
MANUFACTURING iother nondurables”. Patroleum refiners  [acilities as of March 31, compared with
expect a 6 percent decline in spending. # figure of 30 percent at December 31
2 = Durabies - In the second half of 1972, the strong-  (table 3). The “need more” percentage
Wr. est incresse—14 percent—is expected for primary metals producers increased
15 - \ L |
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3 points while the petcentage for
chemicol componies declined 3 points.

{(Companiss reporting capaciey in ex-
cess of current and neer-term needs
arcoutited for 7 percent of assets at
Merch 31, s dacline from 11 percent
at December 31. This “excess™ percent-
age declined in both durable and non-
dursble goods industries, with metals
praducers raporting che largest reduc-
tion. Facilities viewed ns “sbout sde-
quate” represented 82 percent of menu-
ufncturers' fixed assets as of Mareh 31,
up from 59 percent at December 31.

SURVEY OF CURRENT BUSINESS

Starts and carryvover of projects

New investment projects undertaken
by menufactorors in the first quarter
of 1972 had » total value of $7.6 billion,
seasonelly sdjusied, about 2 pereent
lower then starts in the fina] quarter
of 1071 but up 13 pevcent from the first
quarter of last year {tabls £).

The value of new projects started by
menufncturing companies slightly ex-
ceeded thair capital expenditures in the
first quarter, resulting in n zmall in-
crease in cartyover—the amownts stll
to be spent on investment projects

19

already underwoy. Manufacturers’ carry-
over gt the end of March totaled $19.2
billion, seasgpally adjusted, up E100
million from the end of December but
$500 millicn lower then in Mareh 1971.

New projects started by public utili-
ties in the first quarter totaled $6.4
billion, 2 percent lems than the record
smount in the fourth gquarter of 1971
but 26 percent higher than in lost year's
first quacker. The carryover of utility
investment projects totaled a record
$32.7 billion at the end of March, up
$2.2 billicn from yearend and 57.B
billion from March 1971.

Tahle 5.—=Expenditures for New Plant and Equipment by U5, Business,! 1970-72
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